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BEFORE THT STATE BOAED OF EQUALIZATION
OF THE <TATE OF CALIFORNIA

In the Matter of the Appeal of %
UNI ON PACKING COMPANY - )

App earance s:

For Appellant: Alvin F. Howard
Attorney at Law

For Respondent: Josern W. Kegler
- Associate Tax. Counsel

, This spoeal is made pursuent to section 25657 of
the TRevenue and Taxation Code from the action of the Franchise
Tax Board on the protest of Union Packing Company sgainsta
proposed assessmentvofl additional franchise tax in:‘t'he 210UNs
of "451,413.87 for the income year” 1960.

The issue to be decided in this appeal is_ whether
sovellent realized the entire gein on- the. sale of its Blythe
Ranch during income year 1950,

Appellant was incorporated under the laws of Californie
in 1923 and has been enzaged principally in t % meat s%:}tl%g
business . It reportson the accrual basis, an Ero ©
settle existing claims of the United States Government, sppellant
together with certein. individuals against whom the clzaims also
exi sted, uade a written settlement. "proposal to the government
dated. ruly 15, 1959" This offer was accepted on befidlf oitie
government in August  1959.

The compromise settlement agreement provided in part:
1. We, the undersigaed,will pay to_the _
United Stal es, thne sum Of TWO MILLI ON DOLLARS

($2,000,000.00). Therewillbe NO interest on
the aforesaid sum since it is contemplated that
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Aopeal aof Union Packing Como anv

theamount will, in effect, buocﬂld I n it§
entirety upon acc~“"afce of the % r, .
rincinal sum of $2,000,000,00 § aff e pai d'
y a*plicatiauof Iupaspow I N possession of
1 States, as hereinaftér set forth
tion 2, by credits for proserty to be
assigned and/ or liquidated for the account of
jnited States , as set forth in Section3,
ash payment, as set forth in Section ke
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s agreed that, upon acceptance of
this Offer, Union Packing Company will execute
(1) a éeed to its interest in the Blythe

Ranch, including the BWyune residence;
(2) = deed to its interest in the parking
loty and

Q

(3) an asszgn:eﬂt of its stock in Los Angeles
Live Stock Feed Yards, Lid.,

. to which properties reference 1s made 1n D
‘herecf, and ‘shall deposit the deeds an
escrow with the District Director of Ir
Service at Los Angeles (hereinafter ref

Tistrict Director), or his designee, who
_authorized to record either or boin deeds
he property and the SuOC{ at any time and iy
that ne cdeenms to be in the Government's best inte:
In the event that the Djstf*Cu Director, or his desi
causes the recordation of eluna or both deeds, OT S
the property or the stock, or both, 1n any manaer T
tie chooses, credit shall be g¢veq to the Proponents
spplication against The balance du= vpen thls agres
in the amount or amounts specified in paragr 0 L ohe
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L. The folloving credits will be made lﬂ satisfeacilon
"~ g'&'

of Propsnents? obligations hereunder:
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(4) Y“he Blvthe Ranch.

‘ (1) TUunion P 18

vroperty kunowa es the Blythe Ranch, lescribed on

Ixhibit 4 attached hereto, which pfooefuy is subject

to trhe encumbrances shown on said exaibit. Sald property
has been valued by the Internal Revenue Service as having
a gross-forced sdTe va¢ue, before deduction of said
encumprences, of y7',.%0 85, and a net forced sale

value of &$71 9 055.95. The epcurﬂﬂﬁqce show on sei

v

cking Compeny 1s une owner of certaln

('i‘
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exnibit, in ithe orwsinFT principal amovtnt O 2pPTOXi-
=, metely $5,000,000.00, in ¢av0f of Bark of Am rica.
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fpneal of Union Packing Comvany

National Trust and Savings Association, was not
taken into account by the Internal Revenue Service
in determining the net forced sale value of the
_aforesaid oroperty as at June 28, 1958, and
Proponents; as part of this Offer, agree to cause
the Banx Of fmerica National T-rust and Savings

| Association to release the aforesaid encumbrance.

(i ) It 1is agreed that, immediately upon
cceptance Of this Offer , the Blythe Ranch will
be pla ed on the market for sale at a price of
$971,45%0.86 cash, (excluding expenses of sale)

and Proponents will use all due diligence ' Lo
consummate a sale on these terms or better, and
the District Director will arrange for the dis-
charge of the tax liens on said property in the
event of such a sale, <Should it proveimpo S sible
to consumuzte a sale at such price for cash within
a perlod of six (6) months from acceptance of t hi s
Of'sf roponentsS agree to use aII due dlllgence to
S€|| tne progerty on the best {termspossidl
provided said terms are ag reeabJ_e to The ")weurlm, ‘
Director, or his cemofmeg Uporn submission of a
proposal for the sale of such property, or a
portion thersgol, waich nfooosal IS satisfacvory

to the District’ pirector,or Nis designee, he will
arrange for the édisc armof the tex iieas on such
property, or vortion uheﬂem, under arrangements
that will assure the application of the Qfoceeas

of tThe sale, |ess amounts necessary Ifor thedischarge

of prior encunmbrances snd less reasonable selllng
exnenses, onthe aforesaid principal su of ¢ 92000 000.00.
Sub ject to the provisions of afa craph 3 hereoi, |

the Provonents are unsgble ell this O?"Opc‘:uj\,f within
a perlod of unlruyml.x (30) months from the date of :
acceptance of this Offer, the District Dlrecuo“o*

his desiznee, may, at his option, cause recordation

of the déed to the property, and If such 1saccoms>ished,

oroceed to sell the property and ep ply the proceeds
Therefrom, less amounts approved by the District
'irec:or, or nis a\,s¢5nee , @S expensss necessary

for The di scharge of prior encumbran ces end reasonadle.
selling ej.“_-ses on the aforesald principel obligation
of" $2,000,000, 00.

(ii1) ;;bp"e\/lf)l,..b_l.] indicated, the United States
has valiued the Blythe Ranch as havmg a net forced
sale value of &719, O/w95,ena believes such value
to be reir and ressonable. Accor rdingly, it is agreed
tuat, shouldt he net smount realized 7 rom the sale O
such property be lessthan §719,056.95, Proponents
shall nonetheless be credited with having pald the
stm of $719,056.95 toward the principal obligation
of $2,000,C00.00.

3
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toveal of Union Packine Company

(iv) Until the Blythe Ranch is sold by
Proponents, as provided herein, or until the
Dlstrlct Director, or his deolgfleo records
the deed thereto, as provided In paragraph 3,
Proponents shall nay all real property taxes,
water and other utility charges, principal and
| interest paym@l’lts.l.alllﬂg due on trust deeds or
! mortgages, and all other expenses necessary for
the preservation, maintenance and proper upkeep
of said property, and all income from said
property during said period shall be retained
by Proponents.

8. It is further agreed that the tex liens
securing the deficienclies in taxes devermined in
the Tax Court proceedings, referred To above,
shall continue in full force and effect witn
refer Ace to the aforementioned Blythe Ranch,
svock 1n Los Ange”es Live Stock Feed Yarlis, Lid.,
the Darktuo lot and the Rlythe Liesidence, until

such properties are liguidated in accordarnce
herewith. ~

* % %

Lopellant gave the United States Government a deed
to the B“ytne Ranch and placed it up for sale in. accordance
with section 4+(4) (ii) of the agreement. The government did
not record the deed ..°.sale was negotlated and by means of
a grant deed dated September 28, 19560, anpellant transferred
title to Union Feed Yards ,Inc, The fotal consideration osid
by the .purchase_ emounted.to §l, 208,503,00, wi un $719,056.95
of thi s amount going through escrow to the lflbe.[’fl Revenue
Service, Daflng the perlod between August 1999 and OCEODer‘l.,
19560, the date the escrow was closed, gppellantove avea the
rench and carried out its duties nufsttam, to section (L) (iv)
OT the agzeenent.

RGSPOACCP COﬁtends that the entire galin Irom The
sale Of the Blythe Ra calize d in 196C wnen the raach
ves sold to  Union .,.'eed Yards

fppellent, on the other hand, contends that it :
ved an immediate . unconditional credlt in the amount of
055. DVJ_LﬂresoeCu to the Blythe Ranch fro-m the United
S

]
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C0v§t”>e1u af the time the agreene3.t was executed in
: 1959 and, accor rdingly, that a_vortion Of the gain was
zed 1IN that -year. The ualance of the gain, zccording to
lant, was realized in 1961. Appellant states that not
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Anpeal of Union Packing Company

until 1961 could it be determined ‘how much of the gain fron
the sale of the Blythe Rench would belong T
was dependent upon the amount of proceeds r
remaining pro ties specified in the a e
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Consistent with this conclusion are the facts
(1) the 1959 egreement did nol give an immediate cz edit
instead provided that a $719,056.95 credit would be given
the District Dirsctor of lnt 1*a¢ ‘Revenue recorded th
Drooe“*j (2) the gove

e tne 1ywe Ran-h or sol
' pellant reteined

(L) eppellant continu

st on t sc
would atlTemo ¢ sell Th
tain i

ol

e g om
wmenvy

3

Yo
*o

N 93 o O
o R
Y] ,.\
()
bt ('D
- O
RGR(
1
¢}
ct (D WO (D
[
O

O
S wm
-

0q ot ot

LR

(®]
o
\A
R
Q L)_
&
<
wn
O
} 1
3
=
A%

,k.
13
SIS

3
: r.
.

Qo ¢

v
]

+
€.
[

ol O

[¢)

%

L
<!
%
AH)
ctFn O

>0 ¢ @

S N e?

DG

g0 T

H

ook b S

vy

HORS]
38
b
g<" el
LY
o~
n

~
w
O
1
p,v
cl
I oy
o -
el
=3
3
é
i,_l
=
!
\O
O

?

w o O
o o o
D WO
3
ct
[ RN CIES BRIV S SR G RN

vernment returned 1 ed
iving peyment, S?"- ib is gpparent
i

,
b
&
i3
=
¢
&

p]
w1

oD
')
>

e~ < o

0]

L3 O Kot
oo

o

a
D
(ORN 4 S ST g
{.__l .
o
s

,
[oi(e]

o

ald not affect substarnt
.security measu
of de tern Allﬂ

S IO NN M B

V@

ol o

! [l ST OTIRO I & PR R S
o]

Som o3 o k-

£3 (I.) O
'.J
[¢]
:—J

3

D‘
phe

('

)
®
o))
By~

0

Qs

5o OO0 o 0 O

Q.85 O
v

» ov

<
IS GINO)

wio)

3y

v
y

>

)

jeelNol

ek
g)

Il

o

=
=

o O

O w

ky

ct

vy

[Q)]

ol

)

‘o

oM

ww o

[0

0]

o O o oS T
oo ot ok =
)

Fa)

A
ct @

~ go '3

He® oz

j<b]

T *he“e circumstences, we belle
rained That the eatire gein Iron
cn was reallzed in ]900 waen T
; ~nc., No part of the gail
TO

h.
& O

i<
(o)

ct
AER Y
(U]
1 65]

correctly det
tu\/ Dn_ytﬂ
to Union N4
e deferred unv

a

@
O wm
)

5ot
=

[N O]
L8

O I

]
s
i

1 ; 23
}’)1
e
s )

-76-



Aopeal of Union Packing Companv. .

.

benefit in 1960, Immediately ugon the sale ia 1960, th
entire gain wes commivted to gprellantt s own purposes, In
that it was to be used to satisfy its obligations under the
settlement agrecément and any excess was to be retained by
app ellant.

Pur suent ©o the views expressed in the opinion of
the bozrd on file in this proceeding, and good cause appearing
therelor,

b

IT IS EERERY 033332“7 ﬁDJ”!GE? AND DECREED, pursuant
to section 25567 of the s d 1 e
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Packing Compeany agalinst pquObcu asscssmerz of additional
franchise tax in the amount orf 851 7.*3 87 for the income year
1960, be anad the seme 1s hereby sustained.
Done at Sacramento , California, this 24th day of
April , 1967, by the Stete Board of Egualization. -
,-"*L - ’
i~ 1/
RN A \:£ . , Chalrmen
, ;zﬂ y
/4$”4<?¢//, Membor
, Member
2
. , Member
- / / , Member
/
N T
Enal >4 ¥ L
L ITEST: 7 Loy , Secretary
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